What goes up sometimes stays up: shocks and institutions as determinants of unemployment persistence. by Gianni Amisano & Massimiliano Serati
Liuc Papers n. 111, Serie Economia e Impresa, 29, agosto 2002 
 
1 
WHAT GOES UP SOMETIMES STAYS UP: 
SHOCKS AND INSTITUTIONS AS DETERMINANTS 
OF UNEMPLOYMENT PERSISTENCE 





1 Introduction            2 
2 A structural VAR model            4 
2.1 The theoretical model and long-run properties          4 
2.1.1  Long-run  coefficients              6 
2 . 1 . 2   I m p a c t   c o e f f i c i e n t s               6  
2.1.3 How to obtain information on the structural parameters         7 
2.2 How to construct a theory-instigated prior          7 
3 Estimation results and comments            8 
3.1 Demand shocks: the "real power" of the unions as a determinant of hysteresis    9 
3.2 Technological shocks        10 
3.3 Participation shocks        10 
3.4 Permanent changes in the exogenous variables        11 
4  Conclusions      13 
5  Appendix      14 
5.1 Estimation and simulation issues        14 
5.1.1  The  estimated  model          14 
5.1.2  The  prior  distribution          15 
5.1.3  Posterior  simulation          16 
5 . 2   M o d e l   s p e c i f i c a t i o n            1 7  
5.3  Data  definition  and  sources          17 
 
 Liuc Papers n. 111, agosto 2002 
 
2 G. Amisano, M. Serati, What goes up sometimes stays up: shocks and institutions as determinants of unemployment persistence. 
3 Liuc Papers n. 111, agosto 2002 
 
4 G. Amisano, M. Serati, What goes up sometimes stays up: shocks and institutions as determinants of unemployment persistence. 
5 Liuc Papers n. 111, agosto 2002 
 
6 G. Amisano, M. Serati, What goes up sometimes stays up: shocks and institutions as determinants of unemployment persistence. 
7 Liuc Papers n. 111, agosto 2002 
 
8 G. Amisano, M. Serati, What goes up sometimes stays up: shocks and institutions as determinants of unemployment persistence. 
9 Liuc Papers n. 111, agosto 2002 
 
10 G. Amisano, M. Serati, What goes up sometimes stays up: shocks and institutions as determinants of unemployment persistence. 
11 Liuc Papers n. 111, agosto 2002 
 
12 G. Amisano, M. Serati, What goes up sometimes stays up: shocks and institutions as determinants of unemployment persistence. 
13 Liuc Papers n. 111, agosto 2002 
 
14 G. Amisano, M. Serati, What goes up sometimes stays up: shocks and institutions as determinants of unemployment persistence. 
15 Liuc Papers n. 111, agosto 2002 
 
16 G. Amisano, M. Serati, What goes up sometimes stays up: shocks and institutions as determinants of unemployment persistence. 
17 
 Liuc Papers n. 111, agosto 2002 
 
18 G. Amisano, M. Serati, What goes up sometimes stays up: shocks and institutions as determinants of unemployment persistence. 
19 
 
 
 
 L
i
u
c
 
P
a
p
e
r
s
 
n
.
 
1
1
1
,
 
l
u
g
l
i
o
 
2
0
0
2
 
 
2
0
 
 G
.
 
A
m
i
s
a
n
o
,
 
M
.
 
S
e
r
a
t
i
,
 
W
h
a
t
 
g
o
e
s
 
u
p
 
s
o
m
e
t
i
m
e
s
 
s
t
a
y
s
 
u
p
:
 
s
h
o
c
k
s
 
a
n
d
 
i
n
s
t
i
t
u
t
i
o
n
s
 
a
s
 
d
e
t
e
r
m
i
n
a
n
t
s
 
o
f
 
u
n
e
m
p
l
o
y
m
e
n
t
 
p
e
r
s
i
s
t
e
n
c
e
.
 
2
1
 L
i
u
c
 
P
a
p
e
r
s
 
n
.
 
1
1
1
,
 
l
u
g
l
i
o
 
2
0
0
2
 
 
2
2
 
 G
.
 
A
m
i
s
a
n
o
,
 
M
.
 
S
e
r
a
t
i
,
 
W
h
a
t
 
g
o
e
s
 
u
p
 
s
o
m
e
t
i
m
e
s
 
s
t
a
y
s
 
u
p
:
 
s
h
o
c
k
s
 
a
n
d
 
i
n
s
t
i
t
u
t
i
o
n
s
 
a
s
 
d
e
t
e
r
m
i
n
a
n
t
s
 
o
f
 
u
n
e
m
p
l
o
y
m
e
n
t
 
p
e
r
s
i
s
t
e
n
c
e
.
 
2
3
 L
i
u
c
 
P
a
p
e
r
s
 
n
.
 
1
1
1
,
 
l
u
g
l
i
o
 
2
0
0
2
 
 
2
4
 G
.
 
A
m
i
s
a
n
o
,
 
M
.
 
S
e
r
a
t
i
,
 
W
h
a
t
 
g
o
e
s
 
u
p
 
s
o
m
e
t
i
m
e
s
 
s
t
a
y
s
 
u
p
:
 
s
h
o
c
k
s
 
a
n
d
 
i
n
s
t
i
t
u
t
i
o
n
s
 
a
s
 
d
e
t
e
r
m
i
n
a
n
t
s
 
o
f
 
u
n
e
m
p
l
o
y
m
e
n
t
 
p
e
r
s
i
s
t
e
n
c
e
.
 
2
5
 L
i
u
c
 
P
a
p
e
r
s
 
n
.
 
1
1
1
,
 
l
u
g
l
i
o
 
2
0
0
2
 
 
2
6
 
 